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The Role of the Accountant in
Electronic Data Processing
by WALTER H . HANSHAW
Manager, Management Advisory Services
Chicago Office
Presented before the American Public Power Association Tenth
Annual Accounting & Finance Workshop, Kansas City—October 1964
FUNCTION this afternoon is to challenge you, to stimulate you, and
to leave you a number of questions to answer.
It is ironic that, among the leaders in the application of electronic data
processing equipment, public utilities are as guilty of a lack of integration
of data processing activities as anyone else.
The design of individual systems, whether they be manual, mechanized,
or a combination of the two, has been concerned primarily with accomplishing a specific job, in a well-organized manner, no thought being given
to the communication of inter-relation between systems. The development of
computer systems has been concentrated on jobs that require the processing
of large volumes of documents—for example, revenue accounting. These
are the jobs that can be economically justified primarily because of the elimination of clerical effort.
It is possible for a computer system to be functioning three shifts a
day without any real integration of systems activities taking place, and this
accurately describes the state of the art in a great many installations today.
Development of systems in this manner usually does not give management the timely information required on all functions of the organization
necessary to control and operate the business effectively.
It is time that traditional concepts be forced to the test of a thorough
re-examination. Unless you accept the challenge of re-thinking your basic
approach to the use of electronic data processing equipment and, corollary
to this, think in terms of the basic objectives of your business as well, you
may find yourself misusing the tools available to you.
MY

INTEGRATED INFORMATION-CONTROL SYSTEM
At first blush these words may sound as though I am talking to the
wrong audience. I do not think so and to support this belief I should like
to read from a recent proposal letter we submitted to a utility client. By
way of background: The controller had been assigned to conduct a study
to determine how best to utilize computers throughout all of the functions
and departments of the utility and to determine how to organize the sys353
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terns analysis, programming, operations, and maintenance effort for the
total computer requirements of the utility.
After a brief survey our approach to assisting in this study was outlined as follows:
In order to determine how best to utilize computers throughout the
utility, we believe it would first be necessary to ascertain the requirements of an integrated information-control system for the whole utility
and then to determine the appropriate role of computers in the system.
The list of financial, operating, and engineering applications already
mechanized in the utility industry is widely known, so that it would not
be difficult to determine which additional applications should be considered if the only concern were the total potential for computer utilization. This approach would fail, however, to answer the principal
corollary to the first objective of your study, "How can computers help
us to manage our business better?" The processing capabilities of the
new generation of computers make it possible to re-examine your needs
for information for better decision-making and to design an information-control system that recognizes the inter-relationship of the functions of the utility and the opportunities for multiple uses of data in
the system. For example, stores accounting has frequently been mechanized to facilitate the accounting department's responsibility for distributing charges for inventory usage and for maintaining financial
accountability for the location of inventories. It now seems quite
reasonable to expect an integrated system also to handle many of the
clerical and decision-making functions of the purchasing, engineering,
and construction departments, since they are primarily responsible for
the acquisition and use of material and supplies.
Thus, we visualize the proposed study as the first phase of a three-phase
program to develop and implement a long-range plan for utilization of
computers as valuable management tools. The study, Phase I, would be
concerned with design of an integrated information-control system for
the utility and the determination of the appropriate assignment of
responsibility for computer administration and operation. Phase II
would be concerned with the detail design and documentation of each
of the segments of the information-control system, including the determination of the appropriate techniques, manual or mechanized, required to operate the system effectively. Phase III would be concerned
with the determination of the ultimate computer requirements based
on the findings in Phase II, and in implementation of the system
design.
Some of you are probably thinking, "This does not apply to me." The
answer is, your future will be affected by your participation or lack of
participation in such a program. Think about the number of process-control
computers already installed in power plants. Think also of the number of
engineering studies being run on computers—some on computers located
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in the engineering department. The financial area no longer has the sole
license to utilize electronic data processing. In fact, engineering and operations are generating more tangible benefits through E D P than the financial
area, and the use of computers is going to continue to expand at a rapid
pace in these areas. As representatives of the finance area you can ill afford
to let someone else take the initiative in studying the utilization of computers on a utility-wide basis.
MAJOR FUNCTIONS IN A UTILITY
Assuming that some merit in this rationalization is recognized, how
then does one proceed in making such a broad study? A t the outset the
need to think in terms of the basic objectives of your business was mentioned. These objectives provide the guidelines for determining the functions to be performed. In a utility there are generally five major functions.
They are: facilities, customer service, production, planning, and financial.
Surrounding these major functions are six sub-functions supporting the
major functions in common effort. These are: inventory, personnel, accounting, auditing, building service, and transportation. Thus, within the
framework of these functions the requirements of an integrated information-control system are determined. Let us examine each major function in more detail.
The facilities function is probably the broadest of all. It deals with the
design and construction aspects of all plant facilities and with the property
records to account for them properly after they are in use. In addition, it
handles the maintenance of all plant facilities. It does not include the maintenance of the production facilities, because this function is too closely allied
to operations of the plant. A major portion of the productivity in the service
functions of inventory and personnel is centered around the facilities function; hence, these service functions and their measurement should be
closely allied to it. As would be suspected, the work order is the basic
source document generated in this function. Through forecasting and scheduling techniques, better utilization of manpower and materials can be
achieved, and by careful design of input methods, data preparation and
record-keeping can be kept to a minimum.
The customer-service function deals with the customer in all matters
pertinent to him. Such matters include all customer requests, inquiries, and
services, such as meter reading, billing, collection, rate studies, load studies.
Each of these elements has to do directly with the updating of records and,
therefore, can be highly mechanized. The objective is to cut down on the
time lag between initiation of action and the feedback needed for updating
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the files. Since this function has received more attention in present-day
systems than some others, further comments are unnecessary.
•
•
•
•

The production function has the following objectives:
Producing energy
Maintaining the production equipment
Measuring and controlling operations
Forecasting future short-range needs.

The work elements that must be performed to meet these objectives
divide into three broad sub-functions:
• Production planning
• Production control
• Production accounting.
Production planning is the short-range planning needed to ensure that
production facilities are used advantageously. This includes load forecasting, units scheduling, inter-change transactions, fuel-cost predictions and
use. Production control provides the actual operation of the production
facilities on a real-time basis. It includes economic allocation of generation,
supervision of switching stations and sub-stations, field inventory, unit
start-up and shut-down, and maintenance. These work elements are all
clearly inter-related and must be solved and executed on an almost continuous basis after receipt of the schedules from the production-planning
function. Production accounting is the record-keeping necessary to measure and control the production function. It includes inter-change billing and
system and unit analysis of costs and performance.
The planning function includes the fiscal, long-range planning for the
utility. It consists of all the steps required to do the major planning tasks
such as rate planning, budgeting, major project planning, and maintenance
planning. Management-science techniques should be utilized to achieve
many of these objectives. The work elements in the planning function
include customer-growth pattern, load-growth pattern, load forecasting,
sub-station/transmission/distribution planning, fuel forecasts, manpower
forecasts, operating-expense forecasts, income-statement forecasts, cash
flow, rate planning, capital expenditures, and financial planning. The work
of fiscal planning is a continuing effort to meet the over-all goals of the
utility. A n integrated information-control system will provide the catalyst
of fast-acting, accurate information needed for this function.
The financial function oversees all financial aspects of the utility. Its
purpose is to make funds available to implement plans of the utility while
making sure that the proper rate of return is maintained. A balanced cash
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flow must be maintained to meet obligations, both present and future. This
function works from the plans of the utility and measures present expenditures and income to permit adjustment of over-all plans—both short- and
long-range. Management at all levels controls operations by measuring
work done against a plan and then adjusting the plan to the immediate
needs.
Once the work elements of each major function have been identified,
it is up to the ingenuity of the systems designer to utilize the capabilities
offered by E D P in meeting the requirements of each function.
SUMMARY
A n approach to studying the utilization of computers on a utilitywide basis has now been outlined. It is an approach that adheres to the
concept of integrated data processing. The basic applications as we now
know them are still there but their scope has been expanded and each fits
into the over-all requirements of the utility. Opportunities for multiple
uses of source data have been greatly increased.
The ideas proposed above are ambitious but not theoretical. Some
listeners may already be on this path, for a number of companies have
transformer loading systems on E D P equipment that are integrated with
customer accounting systems. Digital computers are now being installed in
new power plants to monitor and ultimately control those activities.
A word of caution is in order at this point. While design of the overall information-control system should be done for the entire utility, implementation must by its very nature be broken down into manageable pieces.
It requires joint participation by representatives of each function and
represents a long-range program.
At the outset my function was stated to be to challenge you, to stimulate
you, and to leave you with a number of questions that I hope you will
try to answer. The challenge is, Who is better qualified to assume responsibility for such a broad study than financially oriented individuals? A l l
activities of operations and engineering are dictated by long-range plans
of the utility, which must be based on sound financial planning. Just as
this planning must be company-wide, so must the concept of a computerbased, management-information system be company-wide.
This is the role facing finance-oriented people in E D P in the years
ahead.

